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CAD Bulletin No. 2014-02
To:

All Electric Transmission and Distribution Utilities

From:

Derek D. Davidson, Director of the Consumer Assistance
and Safety Division (CASD)

Date:

December 30, 2014

Re:

Interpretation of Sections 7(B) and 7(E)(2) of Chapter 815

This bulletin provides guidance to electric transmission and distribution utilities
regarding the requirements of sections 7(B) and 7(E) (2) of Chapter 815. Both of these
sections relate to deposits assessed to non-residential applicants for service.
Section 7(B) states:
A utility may demand a deposit from any non-residential applicant as a
precondition of granting service but the utility must consider a nonresidential customer’s prior credit history with another utility when
determining whether to require a deposit for service to a new business of
that non-residential customer provided the non-residential customer
requests this consideration and provides permission for the other utility to
share the credit history information. The utility must consider the nonresidential customer’s prior credit history with the other utility in the same
manner it would consider the prior credit history of a non-residential
customer located in its own service territory. A utility must also consider a
non-residential customer’s prior credit history with that utility when
determining whether to require a deposit for service to a new business of
that non-residential customer within the utility’s service territory (emphasis
added).
Through its investigation of consumer complaints, the CASD has discovered that
some utilities are requiring deposits from all non-residential customers as a condition of
granting service. This practice is inconsistent with the highlighted phrase above, which
requires a utility to "consider" a non-residential customer’s prior credit history with that
utility when determining whether to require a deposit for service to a new business of that
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non-residential customer within the utility’s service territory. The term "consider" is defined
by the American Heritage Dictionary, second edition (1976) as "to think about thoughtfully
and seriously." Therefore, requiring a deposit from all non-residential customers as a
condition of service without consideration of the individual applicant's prior credit history
with that utility violates section 7(B).
Section 7(B) does not specify any criteria that a utility must examine in its
"consideration" of a non-residential customer's prior credit history, nor does it establish a
standard that represents a "credit history" for which a deposit can be required. The rule
simply requires a utility to "consider" a non-residential customers prior credit history with
that utility when deciding whether or not to assess the applicant a deposit. Thus, a utility
may establish its own criteria and standards for defining a credit history that warrants a
deposit. Any criteria and standards used, however, to determine a credit history that
warrants the collection of a deposit must be consistently applied to all non-residential
applicants for service. For this reason, we recommend that utilities submit terms and
conditions to the Commission for approval that establish and memorialize this evaluative
process.
Regarding section 7(E) (2), this section states:
A utility cannot demand a deposit which is more than the amount
reasonably anticipated (emphasis added) to be due for service for the two
highest billing periods expected within a 12 month period.
This section allows a utility to calculate a non-residential applicant's deposit based upon
the two highest months of usage incurred during the previous 12 months or, if the applicant
has no previous usage history with that utility, the amount the utility anticipates the
customer will use within a 12-month period. The two months chosen, unlike for residential
applicants, do not need to be consecutive months. To calculate the amount of the deposit,
the utility may take usage associated with each month and calculate what the billed
amount would be for each of those months using rates in effect when the applicant
requests service. Because a utility is required to collect standard offer monies owed from
customers, a utility should also include standard offer collectibles in the deposit amount.
For small commercial customers, utilities should use the current standard offer rate
in effect at the time the applicant requests service in the calculation. If future standard
offer rates have been established through the Commission's bid process at the time the
applicant requests service, the utility may use the pending rates when calculating the
deposit amount.
For medium and large customers that have a monthly standard offer rate, utilities
may use either the standard offer rate that was in effect during each selected month to
base the deposit amount or, the future rate for each selected month if the future rate has
been established by the Commission. For example, if the two highest months of usage
selected by a utility upon which to base a deposit are June and January and the applicant
requests service in October, and the pending standard offer rate for January has already
been established by the Commission, the utility can use the past standard offer rate for the
month of June and the future standard offer rate for January to calculate the deposit.
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Please note that a utility is not required to use current or future rates to calculate
deposit amounts. Section 7(E)(2) establishes a "ceiling amount" for deposits that can be
collected by limiting a utility to collecting a deposit that does not exceed "…the amount
reasonably anticipated to be due for service for the two highest billing periods expected
within a 12 month period." This provision, however, does not prohibit utilities from using a
methodology to calculate deposits that amount to less than the amount reasonably
anticipated to be due for service for the two highest billing periods within a 12 month
period. 1 Consequently, if a utility wishes to base the deposit amount on the specific
amounts billed in the past for each selected month, rather than calculating the anticipated
monthly amounts using current or pending rates, it may do so, provided that the collected
amount does not exceed an amount reasonably anticipated to be due for service for the
two highest billing periods expected within a 12 month period. This means that the past
rates used in the calculation cannot exceed the current or pending rates.
This bulletin is issued pursuant to section 7(C) of Chapter 110 of the Commission's
rules. It represents an interpretation by the CASD and does not constitute res judicata or
legal precedent in any subsequent proceeding, nor is it binding on any party. In any
subsequent enforcement action initiated by the Commission, however, any person's
justifiable reliance upon the bulletin may be considered in mitigation of any penalty sought
to be assessed.

DDD/kp

1

Utilities are expected to prudently manage their credit and collection activities and
to minimize the accumulation of bad debt. This bulletin represents an interpretation of the
requirements sections 7(B) and 7(E)(2) from a compliance perspective and does not in any
way represent an opinion regarding what may or may not constitute "prudent" credit and
collection practices from a rate making perspective.

